OPEGA Recommendation for Project Direction

Leased Office Space
Background

The Government Oversight Committee approved a biennial work plan for OPEGA that included a review of real estate and public buildings.  On May 28, 2008 the Committee voted to break this into two reviews: 1) leasing office space for State operations, and 2) leasing of State owned lands to non-State entities.  OPEGA has now completed limited preliminary research on leasing of office space for State operations.  The goal of this research was to determine how much office space is being leased by State agencies, what that space is costing and how leases for office space are developed and managed.

Summary of Preliminary Research and Analysis

Through data analysis and information gathering, OPEGA identified the following key points:

· The Department of Administrative and Financial Services’ (DAFS) Bureau of General Services Division of Leased Space (DLS) manages leased space, primarily office space, for most state departments and agencies (excepting Judicial), and receives a $0.25/square foot fee for its services. In FY07 fee revenue totaled $377,139 (DLS database). DLS operates with 3 full time staff.

· Agencies and departments lease space in communities across the state with a high concentration in Augusta and the surrounding area. Departments leasing the most office space include Health and Human Services, Labor, Secretary of State Division of Motor Vehicles, Administration and Financial Services and Public Safety.

· There are several State policies related to leased space including a preference for locating in service center community downtowns and growth areas, and co-locating with other State agencies. The State also has space standards for office space based on type of use and work performed.

· DLS assesses space needs in collaboration with agencies needing to lease new space or renew or amend existing leases. The Division is responsible for compliance with State policies related to leased space. It manages a competitive bid process for large space needs or comparison shops for smaller spaces, negotiates leases and coordinates the fit-up of leased space. DLS also collects lease, utility and service payments from agencies, and remits payment to owners and various service and utility providers.

· While the State’s use of leased office space fluctuates over time in different areas, DLS reports that statewide the amount of space leased has remained relatively constant for the past several years at about 1.5 million square feet. 

· In FY07 leased office/room space in Augusta, Hallowell and Gardiner totaled 686,397 square feet, over 45% of all leased office space.

· In FY07 State agencies spent over $21 million on leased office space managed by DLS. FY07 general fund expenditures coded as rent, which may include other items including service fees, utilities and cleaning services, for departments served by DLS, exceeded $10 million.

OPEGA Recommendations

With current annual general fund expenditures exceeding $10 million for leased office space, OPEGA recommends continuing this review with a focus on the following questions:

· Is the State leasing office space at the best possible price given agency needs, State law, policies and standards? If not, why not?

· Is the State using leased office space as efficiently as possible, i.e. is currently leased space fully utilized?  If not, why not?
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